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Daily newspaper EL NACIONAL (Caracas) reported Feb. 3 that the new Venezuelan strategy
towards rescheduling the public sector foreign debt would be formally presented by Finance
Minister Manuel Azpurua Feb. 5 in New York at a meeting with the committee representing the
country's 460 commercial bank creditors. In March last year Caracas requested that the payment
period be extended to 15 years with a three-year grace period on principal payments, and an interest
rate reduction to less than one percent above the LIBOR. The major justification for these requests
was an expected $5 billion decline in 1986 oil export revenues. Since then negotiations with the
bankers have stagnated, eventually resulting in what appears to be the first stages of a compromise
rescheduling agreement between the two sides. (See "Venezuelan Government Changes Tactics in
Negotiations with Private Bank Creditors," Chronicle, 02/03/87.) Briefly, the "compromise" consists
of Venezuelan willingness to meet previous debt payment obligations in a "minimal" fashion
in order to obtain new loans for investment in economic recovery. Venezuelan foreign currency
reserves dropped by over $3.7 billion last year, result of declining export revenues combined with
capital outflows for servicing the foreign debt. Since 1984 Caracas has paid out over $5 billion in
interest alone on its foreign debt. The last rescheduling agreement of February 1986 obligates
Venezuela to make payments totalling about $5 billion in principal and interest in the 1986-1990
period. According to EL NACIONAL, in recent meetings with Venezuelan officials representatives
of US creditor banks said they are not willing to reduce the interest rate nor agree to a grace period
on principal payments. Representatives of European banks made no comments. Venezuela is the
fourth largest Third World debtor nation after Brazil, Mexico and Argentina. Its foreign debt totals
$32 billion, of which $25.3 billion pertains to the public sector.
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